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Last YEAR’S hopes and plans for tax reduction, which were dashed by the 
advent of Sputnik I, were revived early this year in connection with anti- 
recessionary policy, only to be dashed once more. 

While talk of tax reduction was so much in the news, Mr. Charles Stafford, 
an Associated Press correspondent, called the Tax Institute with this question: 
Just how much is the federal tax burden on the average man today, and how 
does it compare with the federal tax burden in the period before World War II? 
gel, The Tax Institute’s answer was embodied by Mr. Stafford in a feature story 
ps i! released by the Associated Press on June 12, 1958. 
ae Before undertaking this investigation, we demurred at the concept of the 

ar | “average man,” and reached an agreement with Mr. Stafford that the federal 
Tis | tax burden on a fairly typical taxpayer would be more meaningful. 

= It was agreed that the typical taxpayer might be a married man with two 
dependent children. He earns a salary of $5,000 a year, and that is his family’s 
sole income. Since his family rents its home, stays out of debt, and enjoys 
normal health, he finds it more advantageous to take the standard deduction 
than to itemize his deductions. He and his wife file a joint return. 

Our typical taxpayer is a conservative man of middle-class habits. He drives 
one of the “low-priced three” cars, which he trades in every five years. He 
averages 10,000 miles a year, driving to work, and using the car for family 
vacations. He and his wife together smoke a pack of cigarettes a day. Their 
consumption of liquor is restricted to parties and holidays, and amounts to 
about a gallon a year; most of the time they drink beer—about 5 cans a week. 
He and his family have modest expenditure budgets for recreation, toilet goods, 
luggage, and appliances. His wife foregoes the luxury of furs, and her expendi- 
tures for jewelry are negligible. 

Once we had this picture of our typical taxpayer, we had to decide which 
federal taxes ought to be considered as part of his tax burden. The income tax 
is, of course, the largest item, and also the one most easily determined. The 
federal estate and gift taxes did not seem to be of sufficiently general applica- 
tion to justify their inclusion in a typical taxpayer's tax burden. The federal 
excise taxes which are paid by the consumer, and are often stated separately 
ma in the price of the goods and services he buys, are included. No attempt has 
" been made to figure in the “hidden” taxes—the income and excise taxes paid 
a. by manufacturers, wholesalers, and retailers which are passed on to the con- 
sumer in the form of higher prices. 

Our typical taxpayer who earned a $5,000 salary in 1957 and filed a joint 
return was allowed personal exemptions of $1,200 for his wife and himself and 
credits of $1,200 for their two children. He took the $500 standard deduction, 
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and paid a tax of $420. How does this compare with the income taxes paid in 
earlier years by taxpayers with the same income and the same size family? 
The tax was the same on a 1955 salary of $5,000. The typical taxpayer who 
earned $5,000 in 1950 was allowed the same exemptions and deductions, but 
since the tax rate was slightly lower, he paid only $365.40. The taxpayer who 
earned $5,000 in 1945, however, when tax rates were at their wartime peak, 
paid a staggering $630. He was allowed only one $500 personal exemption 
and the standard deduction of $500 in figuring the normal tax—$120—while an 
additional $500 personal exemption for his wife, and credits totaling $1,000 
for the two dependent children, were allowed in figuring the surtax of $510. 
The typical taxpayers of the prewar years, on the other hand, paid the in- 
credibly small taxes of $50 on a 1940 salary of $5,000, and $30 on the same 
salary for 1935. The taxpayer was allowed personal exemptions of $2,500 from 
1935 income, and of $2,000 from 1940 income. The credits for dependent 
children totaled $800 for each year, and there was also an earned income 
credit of $450 for each year. Since there was no standard deduction for either 
of those years, each taxpayer was assumed to have deductible expenses of 
$500. The normal tax rate for both years was 4 per cent, and in neither year 
was the typical taxpayer subject to surtax. 

In order to estimate the other federal taxes paid by our typical taxpayer of 
1957, it was necessary to make certain arbitrary assumptions about his pattern 
of consumption—particularly his consumption of goods and services subject to 
federal tax. It was then assumed, for purposes of comparison, that the typical 
taxpayers of the earlier years followed similarly conservative patterns of con- 
sumption. 

After the income tax, the largest part of the federal tax burden is accounted 
for by the family car. It was assumed that our typical taxpayer drove a low- 
priced car; traded it in every five years; drove 10,000 miles a year at 18 miles 
to the gallon of gasoline; used 24 quarts of oil each year; bought eight new 
tires during the five year period; and spent an average of $25 a year on parts 
and accessories. The tax on the car itself and on the tires and tubes were 
averaged over the five year period. Automobile taxes totaled $72.51 for the 
typical taxpayer in 1957. Allowing for changes in car prices, and following the 
same assumptions, the comparable tax burdens for selected years from 1935 to 
1955 were as follows: $10.94 in 1935; $15.35 in 1940; $33.24 in 1945; $40.24 
in 1950; and $65.76 in 1955. From 1935 to 1957 the federal automotive excise 
tax increased from 3 per cent to 10 per cent; the gasoline tax from 1¢ to 3¢ a 
gallon; the tax on lubricating oils from 4¢ to 6¢ a gallon; the tax on tires and 
tubes from 4¢ to 9¢ a pound; and the tax on parts and accessories from 2 per 
cent to 8 per cent. 

The 1957 taxpayer paid a total of $29.20 in taxes on his daily pack of 
cigarettes. On the same basis of consumption, the taxes were $21.90 in 1935; 
$23.73 in 1940; $25.55 in 1945 and 1950; and $29.20 in 1955, as the rate rose 
from 6¢ a pack in 1935 to the present rate of 8¢ a pack. 

It had been agreed that the typical taxpayer spent $60 on alcoholic beverages 
in 1957, mostly on beer. This worked out to an annual consumption of 93 
quarts (%4 barrel) of beer, and 1 gallon of distilled spirits, and a total tax of 
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$17.25. Federal taxes on beer increased from $5 to $9 a barrel from 1935 to 
1957, and federal taxes on distilled spirits increased from $2 to $10.50 a 
gallon. The taxes paid on the same quantity of alcoholic beverages were $5.75 
in 1935; $6.90 in 1940; $15.00 in 1945 and 1950; and $17.25 in 1955. 


Assumptions about consumption of other taxable items were more difficult 
to make. It was assumed that the quantity of toiletries consumed by the typical 
family would have cost $50 in 1957, making the tax $5.00. Assuming that the 
same pattern of consumption was followed, but allowing for price changes, 
and for fluctuations in the tax rate, which was 20 per cent in 1945 and 1950, 
and 10 per cent in the other years, the taxes were $1.80 in 1935; $2.73 in 1940; 
$8.00 in 1945; $8.60 in 1950; and $4.70 in 1955. In 1935 and 1940 the 
toiletries tax was a manufacturers’ excise, which we assumed was passed on to 
the consumer; in the other years it was a retailers’ excise. 

Assuming an expenditure in 1957 of $35 for taxable luggage and leather 
goods, and again allowing for price changes, taxes were $4.40 in 1945; $6.00 
in 1950; $3.30 in 1955; and $3.50 in 1957. Luggage was not taxed in 1935 
and 1940; was taxed at 20 per cent in 1945 and 1950; and was taxed at 10 
per cent in 1955 and 1957. 

An assumed expenditure by the taxpayer and his family of $50 for taxable 
amusements in 1957 resulted in a tax of $5.00. It was arbitrarily decided that 
rising prices and declining attendance could be treated as balancing each other, 
and that a typical taxpayer would have spent $50 for amusements in each 
of the other years, paying $10 in taxes in 1945 and 1950, when the rate was 
20 per cent; and $5 in all the other years, when the rate was 19 per cent. 

On the assumption of an average of $25 a year spent on taxable appliances, 
the tax was $1.25 in 1935 and 1940, and $2.50 in all the other years. Federal 
taxes on furs, jewelry, and watches and clocks were not estimated. 

The federal tax burden on the hypothetical taxpayer described above is as 
follows for the selected years: 


Percentage 
Year Income Tax Other Taxes Total of Income 
1957 $420.00 $134.96 $554-96 
1955 420.00 127.71 547-71 11.0 
1950 365.40 107.89 473-29 9-5 
1945 630.00 98.69 728.69 14.6 
1940 50.00 54-96 104.96 2.1 
1935 30.00 46.64 76.64 1.5 


Our hypothetical taxpayer paid $555 in federal taxes in 1957, or 11.1 per cent 
of his income. The total taxes paid by his counterparts were $77 or 1.5 per 
cent of income in 1935; $105 or 2.1 per cent in 1940; $729 or 14.6 per cent 
in 1945; $473 or 9.5 per cent in 1950; and $548 or 11.0 per cent in 1955. 
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